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Economic E%aarv:’;_ce Division

Cormitize on vChina Research

(Mirutes of Eleventh Meeting -- 1315 hours, 2 December 1954)
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The, puxpose of the meeting was to have the Coomitige briefed by Mr.
)5X1A9a *mmramg the position of CIA as concerns Chinese production in basic
seeiione of the econowy. M. I directed his remarks toward developing 25X1A9a
2 more ccmplete appreciation of the overall sconomiec picture within the fremswork
of Chow En-lai's statements of 23 Soptember 1954 as revieved in CIA/RR IM-L03,
1 Novaaber 1955, Secret. . |

in sddition to advising the Committee on the current poeition of China's
25X1A%9a economy e pointed out the inter-relationship betwesn the separete parts
of the Chineve economic pleture. Chou En-lai's statements of September indicated
that produetica in certain industries, particularly coal and cement producticn,
yere consldorably in excess of CIA cstimates. While some dissgresment has beon
expras3ed concerning the validity of the Premier’s estimates. CIA has adopted the
vogition thet unless gocd csuse can be found for rejecting the Septemder estimates
they are to bse accepted. It was pointed out that vwith the upward revision of
certain Pigures there nov exists & greater degres of correlation between all
sections of the Qhinese industrisl effort. Prior to Saptember both electrie
pover and wailway trensportation shored ratesof progression considerably greater
than the other secticns of the econoamy. With the present revision of Chinese
Conmanist industrizsl profuction estimates both reilwvay transport and electrie
POVEY are noY ®o1e closaly correlation with the genersl pettern of Chinese
econcale growth iates and population. Mr. ]l rointed out that the differemce 25X1A9a
tetween CIA’s provious estimate end those of Chou in-lai was due preimarily to a
mis~interpretaticn of paest peak ywor figures. Previcus records of past-peaks
complied by the Nationzlist government contained & large element of dowvnward
bias which wvas due to peor statistical offorts on the pert of the KMT as well as
efforis cu the part of producers tc evade production reporting sc as to avoid tax
25X1A9auseesoment. Mr. I evpbosized his remarks on former production reporting
with Interesting persomal experiences in Chins.
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0f particular significance was mr. I reviev of the gistog o:r
the Faticnal Resources Survey wvhich functioned in China under the direc i
b-r the X¥T. Mr. N stated that in 1947 the KMT published information per
gaining o their econoamic pln.nning{;l Agi tge gm the fs of th;o mgt 25X1A9a
mmerally adjud to be umattsinsbly bigh; however, .
%h:irtheymjesﬁjmma were besed on competent surveys vhich ha 1boennc:criied
out cver an extensive period of time by vell qualified individuals. et a;
the rapid strides currently teing wade by the Chinese Commmunists m“n:'m
startling as it would seem or first blueh since they undoubtedly posses|
gurvey material of the KMI as well as the services of wany of the technicians

engaged in the original 5%?1&%\'9 g

‘ . remarks a brief discussion period ensusd

during mﬁ?ﬁ%@m Committee of the existence of a ] 2255))((11))((77
currently in circulstion which sets forth the position of il o» Chou ?;

l1ai's estimates. Mr. IEEpointed out that tcore bas been an appam; u t1ce
umannounced cut-back of 195k production. He pointed out how a continu:mpmm“

of this type of reporting wigrt possibly leed Wea?@m m;yi_.ots to inc ot

in their cstimates vwhich over & period of ¢ime wou.d tend to be cowpounded.

JIBE renerked that it has been the exverience of I thet 25X1X7
insofer as}ﬁ.he Satellites ares were concerned a historical analysis of pro-
duction inereases exprasged in percentages «ften do contain a cowpo unded " 1
orror vhich in cortain case: will reach imponsible maynitudes. Vn:encc, i ]
is view that the difficulties pointed out by Mr. NN if nob presentlyj5yiA9a
an existing problam, might vell become ons avd sbhould bo‘ g\ardnd sgainat.
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Acting Chairman
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